
CONGRESSIONAL RECORD — Extensions of Remarks E559March 21, 1997
REITSA FLOOR STATEMENT

HON. E. CLAY SHAW, JR.
OF FLORIDA

IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Mr. SHAW. Mr. Speaker, today I am intro-
ducing H.R. 1150, the Real Estate Investment
Trust Simplification Act of 1997 [‘‘REITSA’’], a
bill to amend portions of the Internal Revenue
Code dealing with real estate investment
trusts, or REIT’s. The legislation responds to
the need for simplification in the regulation of
the day-to-day operation of REIT’s. REITSA is
cosponsored by Mr. MATSUI, Mr. CRANE, Mr.
THOMAS, Mrs. JOHNSON, Mr. HOUGHTON, Mr.
HERGER, Mr. MCCRERY, Mr. CAMP, Mr. JOHN-
SON, Ms. DUNN, Mr. COLLINS, Mr. ENGLISH, Mr.
ENSIGN, Mr. WELLER, Mr. STARK, Mr. LEVIN,
and Mr. CARDIN. The Joint Committee on Tax-
ation has determined that REITSA has a neg-
ligible effect on Federal fiscal year budget re-
ceipts.

In 1960, Congress created REIT’s to func-
tion as the real estate equivalent of the regu-
lated investment company, or mutual fund. As
such, they permit small investors to participate
in real estate projects that the investors could
not undertake individually and with the assist-
ance of experienced management. Over time,
the REIT industry has matured into its in-
tended role with the greatest strides made in
this decade.

This development of the REIT industry is a
result of a number of factors. As important as
any other were the changes Congress en-
acted in 1986 to the REIT rules themselves
and the tax landscape in general. With respect
to the general provisions, throughout the
1980’s limited partnerships used the offer of
multiple dollars of tax paper losses for each
invested dollar to attract investors away from
solid investments like REIT’s, which seek to
provide investors with consistent distributions
from economically feasible real estate invest-
ments but provide no opportunity to receive a
pass-through of tax motivated losses. Accord-
ingly, the elimination of those tax loss loop-
holes led investors to look for income-produc-
ing investment opportunities.

Also included in the 1986 tax legislation
were important modifications to the REIT pro-
visions of the Code. Among the changes
made as part of that modernization of the
REIT tax laws (the first in a decade and the
most recent comprehensive revision of the
REIT laws), the most significant was the
change allowing REIT’s to directly provide to
tenants those services customary in the leas-
ing of real estate as had been permitted to
pension plans and other tax-exempt entities
engaged in the leasing of real property. Prior
to that change, a REIT was required to use an
independent contractor to provide those serv-
ices.

These legislative changes and the lack of
credit to recapitalize America’s real estate pro-
duced a suitable environment for the substan-
tial growth in the REIT industry and the fulfill-
ment of Congress’ original hopes for the REIT
vehicle.

From 1990 to present, the industry has
grown from a market capitalization of approxi-
mately $9 billion to nearly $100 billion. Fueling
that growth has been the introduction of some
of American’s leading real estate companies
to the family of long existing, viable REITs. As

a result, the majority of today’s REIT’s are
owners of quality, income-producing real es-
tate. Thus, hundreds of thousands of individ-
uals that own REIT shares through direct in-
vestment (plus the many more who are inter-
est holders in the growing number of mutual
funds or pension funds investing in REIT’s)
have become participants in the recapitaliza-
tion of tens of billions of dollars of America’s
best real estate investments. Likewise, inves-
tors in mortgage REIT’s have the opportunity
to participate in the ever growing market for
securitized mortgages, further contributing to
the recapitalizaton of quality real estate.

The benefits of the growth in the REIT in-
dustry were addressed in a 1995 Urban Land
Institute White Paper title The REIT Renais-
sance. That White Paper concluded that
‘‘[f]rom an overall economic standpoint, the
real estate industry and the economy should
be well served by the expansion of the REIT
industry—the broadening of participation in
real estate ownership, the investment in mar-
ket information and research that the public
market will bring, and the more timely respon-
siveness to market signals that will result from
better information and market analysis.’’

To assist the continued growth of this impor-
tant industry, H.R. 1150 was developed to ad-
dress areas in the existing tax regime that
present significant, yet unnecessary, barriers
to the use of the REIT vehicle. The proposals
represent a modernization of the most com-
plex parts of the regulatory structure under
which REIT’s operate, while leaving intact the
basic underlying ownership, income, asset,
and distribution tests introduced in the original
REIT legislation. The proposals are supported
by the National Association of Real Estate In-
vestment Trusts, the National Realty Commit-
tee, the International Council of Shopping
Centers, the National Multi-Housing Council,
the Building Owners and Managers Associa-
tion International, the National Association of
Industrial & Office Properties, and other na-
tional organizations.

SUMMARY OF KEY PROVISIONS OF H.R. 1150

A. Title I contains three proposals to re-
move unnecessary ‘‘traps for the unwary.’’
These proposals would address current re-
quirements that are not necessary to satisfy
Congressional objectives, that carry a dis-
proportionate penalty for even unintentional
oversights, or that are impracticable in to-
day’s environment. Title I’s overriding in-
tention is not to penalize a REIT’s many
small investors by stripping the REIT of its
tax status as a result of an act that does not
violate Congress’ underlying intent in creat-
ing the REIT vehicle.

Section 101. Shareholder Demand Letter.
The potential disqualification for a REIT’s
failure to send shareholder demand letters
should be replaced with a reporting penalty.
Under present law, regulations require that a
REIT send letters to certain shareholders
within 30 days of the close of the REIT’s tax-
able year. The letters demand from its share-
holders of record, a written statement iden-
tifying the ‘‘actual owner’’ of the stock. A
REIT’s failure to comply with the notifica-
tion requirement may result in a loss of
REIT status.

The failure to send so-called demand let-
ters may result in the disqualification of a
REIT with thousands of shareholders that
easily satisfies the substantive test because
of a purely technical violation. As a result of
disqualification, a REIT would be compelled
to pay taxes for all open years, thereby de-
priving their shareholders of income gen-

erated in compliance with all of the REIT
rules. Fortunately, the Internal Revenue
Service has not enforced any such technical
disqualifications and instead has entered
into closing agreements with several REITs.
The proposal would alleviate the need to
enter into such closing agreements on a pro-
spective basis.

H.R. 1150 provides that a REIT’s failure to
comply with the demand letter regulations
would not, by itself, disqualify a REIT if it
otherwise establishes that it satisfies the
substantive ‘‘five or fewer’’ ownership rules.
But under these circumstances, a $25,000 pen-
alty ($50,000 for intentional violations) would
be imposed for any year in which the REIT
did not comply with the shareholder demand
regulations and the REIT would be required,
when requested by the IRS, to send curative
demand letters or face an additional penalty
equal to the amounts related above. In addi-
tion, to protect a REIT that meets the regu-
lations, but is otherwise unable to discover
the actual ownership of its shares, the bill
provides that a REIT would be deemed to
satisfy the ‘‘five or fewer’’ share ownership
rules if it complies with the demand letter
regulations and does not know, or have rea-
son to know, of an actual violation of the
ownership rules.

Section 102. De Minimus Rule for Tenant
Services Income. The uncertainty related to
qualifying services for a REIT should be ad-
dressed by a reasonable de minimus test. In
1986, Congress modernized the REIT’s inde-
pendent contractor rules to allow them to di-
rectly furnish to tenants those services cus-
tomary in the management of rental prop-
erty. However, certain problems persist.
Under existing law, a REIT’s receipt of any
amount of revenue as a result of providing
an impermissible service to tenants with re-
spect to a property may disqualify all rents
received with respect to that property. For
example, if a REIT’s employee assists a ten-
ant in moving in or out of an apartment
complex (a potentially impermissible serv-
ice), technically the IRS could contend that
all the income from the apartment complex
is disqualified, even though the REIT re-
ceived no direct revenue for the provided
service. The disqualification of a large prop-
erty’s rent could seriously threaten, or even
terminate, the REIT’s qualified status.

Interestingly, at the same time a REIT
could be severely punished for providing
services to tenants or their visitors, the
REIT rules properly provide that up to 5% of
a REIT’s gross income may come from pro-
viding services to non-tenants. Thus, under
present law a REIT is better off providing
services to nontenants than providing the
same services to tenants.

In addition to the potential disqualifica-
tion of rents, the absence of a de minimus
rule requires the REIT to spend significant
time and energy in monitoring every action
of its employees, and significant dollars in
attorney fees to determine whether each po-
tential action is an impermissible service.
The uncertainty regarding the permissibility
of services also requires the IRS to expend
considerable resources in responding to pri-
vate ruling requests.

To lessen the burden of monitoring each
REIT employee’s every action and to elimi-
nate unnecessary disqualification of tenant
rents, H.R. 1150 provides for a de minimus ex-
ception. The exception would treat small
amounts of revenue resulting from an imper-
missible service in a manner similar to reve-
nue received from providing services to non-
tenants, and protect the classification of
rents from the affected property as qualify-
ing REIT income. The de minimus exception
is equal to 1% of the gross income from the
affected property. The de minimus exception
is based on gross income to be consistent



CONGRESSIONAL RECORD — Extensions of RemarksE560 March 21, 1997
with the REIT’s income tests, and is set at
1% to reflect an amount large enough to pro-
vide the requisite safe harbor (note that it is
1% of the income from an affected property,
regardless how small, and not all properties
owned by the REIT), yet small enough not to
encourage disregard of the independent con-
tractor rule. Because many of the services in
question would not result in a direct receipt
of gross income, the bill provides a mecha-
nism for establishing the gross income re-
ceived relative to an impermissible service.
The gross income would be deemed at least
equal to the direct costs of the service (i.e.,
labor, cost of goods) multiplied by 150%.

For example, if the IRS determined that a
REIT’s providing wheelchairs at a mall is an
impermissible service, the cost of the wheel-
chairs would be multiplied by 150% to
achieve the gross income realized from the
impermissible service. If that and any other
gross income related to impermissible serv-
ices provided to tenants of that mall does
not exceed 1% of the malls gross income for
the year, the impermissible service income
would be classified as non-qualifying income.
However, rents received from tenants of the
mall would not be disqualified.

A REIT’s actions are still policed under
this change. First, if a REIT’s gross income
from impermissible services exceeds 1% of
the gross income from the affected property,
that income and the rents from that prop-
erty would be disqualified as under current
law. Second, as previously noted, a REIT’s
gross income from non-qualifying source is
limited to 5% of total gross income. Accord-
ingly, gross income from impermissible
sources that does not exceed the 1% thresh-
old would be included in that small basket,
thereby placing a second check on the
REIT’s activities.

Section 103. Attribution Rules Applicable
To Tenant Ownership. Unintended double at-
tribution under section 318 should be mini-
mized, while preserving the intended purpose
of the attribution rule. The attribution rules
of section 318 are interjected to ensure that
a REIT does not receive rents from a 10% or
more related party, in which case the rents
are deemed disqualified income for the REIT
gross income tests. While the intention of
that rule is proper, a quirk in the application
of section 318 to REITs as called for under
section 856(d)(2) may result in the disquali-
fication of a REIT’s rents when no actual di-
rect or indirect relationship exists between
the REIT and tenant.

Under section 318(a)(3)(A), stock owned di-
rectly or indirectly, by a partner is consid-
ered owned by the partnership. In addition,
under section 318(a)(3)(C), a corporation is
considered as owning stock that is owned, di-
rectly or indirectly, by or for a person who
also owns more than 10% (in the case of
REITs) of the stock in such corporation.
Those attribution rules may create an unin-
tended result when several persons who col-
lectively own 10% of a REIT’s tenant, also
own collectively 10% of the REIT. So long as
those persons are unrelated, because their
individual interests in both the REIT and
tenant do not equal 10% the REIT is not
deemed to own 10% of the tenant. However,
if those persons obtain interests, regardless
of how small, in the same partnership the
REIT will be deemed to own 10% of the ten-
ant. This results from the partnership’s
deemed ownership of the partners’ stock in
both tenant and the REIT. Further, because
the partnership becomes a deemed 10% owner
of the REIT under section 318(a)(3)(A), REIT
is deemed the 10% owner of tenant under sec-
tion 318(a)(3)(C).

In essence, the REIT becomes the deemed
10% owner of its tenant as a result of a vari-
ation of the partner-to-partner attribution
that section 318(a)(5)(C) specifically was en-

acted to prevent. It is only through the com-
bination of the partners’ various interests in
the REIT and tenant that a disqualification
of the rents occurs. This is true regardless of
the purpose for the partnership’s existence.
The partners may have no knowledge of the
other’s existence and may be partners in a
huge limited partnership completely unre-
lated to the REIT.

H.R. 1150 addresses this problem by modi-
fying the application of section 318(a)(3)(A)
(attribution to the partnership) only for pur-
poses of section 856(d)(2), so that attribution
would occur only when a partner holds a 25%
or greater interest in the partnership. This
threshold presumes that such a partner
would have knowledge of the other persons
holding interests in the partnership, and
would have an opportunity to determine if
those persons hold an interest in the REIT.
By not suspending the double attribution en-
tirely, the bill prevents the potentially abu-
sive practice of placing a ‘‘dummy’’ partner-
ship between the REIT and those persons
holding interests in the tenant.

B. Title II of REITSA contains two propos-
als that would assist in carrying out Con-
gress’ original intent to create a real estate
vehicle analogous to regulated investment
companies (‘‘RICs’’).

Section 201. Credit For Tax Paid By REIT
On Retained Capital Gains. Current law
taxes a REIT that retains capital gains, and
imposes a second level of tax on the REIT
shareholders when later they receive the
capital gain distribution. H.R. 1150 provides
for the REIT rules to be modified to cor-
respond with the mutual fund rules govern-
ing the taxation of retained capital gains by
passing through a credit to shareholders for
capital gains taxes paid at the corporate
(REIT) level. This modification is necessary
to prevent the unintended depletion of a
REIT’s capital base when it sells property at
a taxable gain. Accordingly, the REIT could
acquire a replacement property without in-
curring costly charges associated with a
stock offering or debt.

Section 202. Reduction in the 95% Distribu-
tion Requirement. H.R. 1150 calls for reduc-
ing the REIT distribution requirement of
taxable ordinary income from 95% to 90%.
RICs have a similar distribution require-
ment, which is set at 90%. The REIT dis-
tribution requirement was 90% from 1960
until 1976. As part of the Tax Reform Act of
1976, REITs were granted a special ‘‘defi-
ciency dividend procedure’’ designed to pro-
tect their status in the face of a redeter-
mination of distributable income pursuant
to an IRS audit. In exchange for this de-
creased risk of inadvertent disqualification,
REITs were asked to distribute a higher per-
centage of their income. However, when the
deficiency dividend procedure was extended
to RICs in 1978, no corresponding change was
made to the RIC distribution requirement.
Accordingly, H.R. 1150 calls for a reduction
in the REIT distribution requirement to re-
store conformity between REITs and RICs.

C. Title III of REITSA would simplify sev-
eral technical problems that REITs face in
their organization and day-to-day oper-
ations. Many of these proposals would build
on simplifications that Congress has adopted
over the years.

Section 301. Modification Of Earnings And
Profits Rules For Determining Whether
REIT Has Earnings and Profits From Non-
REIT Year. Only for purposes of the require-
ment that a REIT distributen all pre-REIT
earnings and profits (‘‘E&P’’) within its first
taxable year as a REIT, a REIT’s distribu-
tions should be deemed to carry out all pre-
REIT earnings before shareholders are con-
sidered to be receiving REIT E&P. Under ex-
isting law, a REIT must not only distribute
95% of its REIT taxable income to sharehold-

ers, but it must in its first year distribute all
pre-REIT year E&P. In the company mistak-
enly underestimates the amount of E&P gen-
erated while operating as a REIT it may fail
to satisfy those requirements because the or-
dering rules controlling the distribution of
E&P currently provide that distributions
first carry out the most recently accumu-
lated E&P. Thus, if a REIT distributes the
pre-REIT E&P and the expected REIT E&P
in its first REIT taxable year, the year-end
receipt of any unanticipated income would
result in the reclassification of a portion of
the distribution intended to pass out the pre-
REIT E&P.

While REITs have methods available to
make distributions after the close of their
taxable year that relate back to assure satis-
faction of the 95% income distribution re-
quirement (to be changed to 90% under
REITSA), those methods can not be used to
cure a failure to distribute pre-REIT E&P
after the close of the REIT’s taxable year.
Accordingly, by allowing the REIT’s dis-
tributions to first carry out the pre-REIT
E&P, the REIT could satisfy both distribu-
tion requirements by using one of the de-
ferred distribution methods to distribute the
unanticipated income discussed in the exam-
ple.

Section 302. Treatment of Foreclosure
Property. Rules related to foreclosure prop-
erty should be modernized. For property ac-
quired through foreclosure on a loan or de-
fault on a lease, under present law a REIT
can elect foreclosure property treatment.
That election provides the REIT with 3 spe-
cial conditions to assist it in taking over the
property and seeking its re-leasing or sale.
First, a REIT is permitted to conduct a trade
or business using property acquired through
foreclosure for 90 days after it acquires such
property, provided the REIT makes a fore-
closure property election. After the 90-day
period, the REIT must use an independent
contractor to conduct the trade or business
(a party from whom the REIT does not re-
ceive income). Second, a REIT may hold
foreclosure property for resale to customers
without being subject to the 100% prohibited
transaction tax (although subject to the
highest corporate taxes). Third, non-qualify-
ing income from foreclosure property (from
activities conducted by the REIT or inde-
pendent contractor after 90 days) is not con-
sidered for purposes of the REIT gross in-
come test, but generally is subject to the
highest corporate tax rate. The foreclosure
property election is valid for 2 years, but
may be extended for 2 additional terms (a
total of 6 years) with IRS consent.

Under H.R. 1150, the election procedure
would be modified in the following ways: (1)
the initial election and one renewal period
would last for 3 years; (2) the initial election
would remain effective until the last day of
the third taxable year following the election
(instead of exactly two years from the date
of election); and (3) a one-time election out
of foreclosure property status would be made
available to accommodate situations when a
REIT desires to discontinue foreclosure prop-
erty status.

In addition, the independent contractor
rule under the election would be modernized
so that it worked in the same manner as the
general independent contractor rule. Cur-
rently, a REIT may provide to tenants of
non-foreclosure property services customary
in the leasing of real property. However, this
previous modernization of the independent
contractor rule was not made to the rules
governing the required use of independent
contractors for foreclosure property.

Section 303. Special Foreclosure Rules For
Health Care Properties. In the case of health
care REITs, H.R. 1150 provides that a REIT
would not violate the independent contrac-
tor requirement if the REIT receives rents
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from a lease to that independent contractor
as a tenant at a second health care facility.
This change recognizes the limited number
of health care providers available to serve as
an independent contractor on a property ac-
quired by the REIT in foreclosure, and the
REIT’s likely inability to simply close the
facility due to the nature of the facility’s in-
habitants.

In addition, the health care rules would ex-
tend the foreclosure property rules to expira-
tions or terminations of health care REIT
leases, since similar issues concerning a lim-
ited number of operators arise in those cir-
cumstances. However, foreclosure property
treatment in these cases would be limited to
a two-year period, unless the Secretary
grants one or two possible two-year exten-
sions.

Section 304. Payments Under Hedging In-
struments. H.R. 1150 would extend the REIT
variable interest hedging rule to permit a
REIT to treat as qualifying any income from
the hedge of any REIT liability secured by
real property or used to acquire or improve
real property. For example, this provision
would apply to hedging a REIT’s unsecured
corporate debenture or the currency risk of a
debt offering denominated in a foreign cur-
rency.

Section 305. Excess Noncash Income. H.R.
1150 would expand the use of the excess
noncash income exclusion currently provided
under the REIT distribution rules. The bill
would (1) extend the exclusion to include
most forms of phantom income and (2) make
the exclusion available to accrual basis
REITs. Under the exclusion, listed forms of
phantom income would be excluded from the
REIT 90% distribution requirement. How-
ever, the income would be taxed at the REIT
level if the REIT did not make sufficient dis-
tributions.

Section 306. Prohibited Transaction Safe
Harbor. H.R. 1150 would correct a problem in
the wording of Congress’ past liberalization
of the safe harbor from the 100% excise tax
on prohibited transactions, i.e., sales of prop-
erty in the ordinary course of business. In-
voluntary conversions of property no longer
would count against the permitted 7 sales of
property under the safe harbor.

Section 307. Shared Appreciation Mort-
gages (‘‘SAM’’). In general, section 856(j) pro-
vides that a REIT may receive income based
on a borrower’s sale of the underlying prop-
erty. However, the character of that income
is determined by the borrower’s actions. The
SAM provision would be modified and clari-
fied so that a REIT lender would not be pe-
nalized by a borrower’s bankruptcy (an event
beyond its control) and would clarify that a
SAM could be based on appreciation in value
as well as gain.

Section 308. Wholly Owned Subsidiaries. In
1986, Congress realized the usefulness of a
REIT holding properties in subsidiaries to
limit its liability exposure. H.R. 1150 would
codify an IRS private letter ruling position
providing that a REIT may treat a wholly-
owned subsidiary as a qualified REIT sub-
sidiary even if the subsidiary previously had
been owned by a non-REIT entity. H.R. 1150
would allow a REIT to treat a corporation as
a qualified REIT subsidiary when it acquires
for cash and/or stock all the stock of a non-
REIT C or S corporation.

The effective date would be for taxable
years beginning after the date of enactment.

PERSONAL EXPLANATION

HON. VAN HILLEARY
OF TENNESSEE

IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Mr. HILLEARY. Mr. Speaker, on rollcall No.
62, I was unavoidably detained from the
House Chamber. Had I been present I would
have cast my vote as a ‘‘Yes’’. I ask unani-
mous consent to have this statement printed
in the CONGRESSIONAL RECORD immediately
following rollcall vote 62.
f

CONNECTICUT PAYS TRIBUTE TO
SECRETARY RON BROWN

HON. ROSA L. DeLAURO
OF CONNECTICUT

IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Ms. DELAURO. Mr. Speaker, on Monday,
March 24, 1997 Connecticut will become the
first State to participate in a State to State Day
for the Ronald H. Brown Foundation. I am
very pleased to rise today to pay tribute to the
life and work of Ronald Brown and his family’s
efforts to continue his work through the Ron-
ald H. Brown Foundation.

Secretary Brown spent a lifetime working to
improve and expand opportunities for Ameri-
cans. He spent 12 years working for the Na-
tional Urban League as Deputy Executive Di-
rector, General Counsel and vice president for
its Washington organization. He will always be
remembered for his tremendously successful
tenure as chairman of the Democratic National
Committee when he was instrumental in Presi-
dent Clinton’s election. The President referred
to Ron as ‘‘a strong and independent leader
and a forceful advocate’’ when he nominated
him to be the 30th United States Secretary of
Commerce.

Dynamic and persuasive, Ron Brown used
his position in the Commerce Department to
be a tireless crusader for economic policies
which build a partnership between the public
and private sectors. While Secretary of Com-
merce, Ron made working with small business
and minority entrepreneurs one of his prior-
ities. However, Ron Brown’s focus did not stop
at the United States borders. He realized that
America had to retain the lead in international
commerce to continue to grow and provide
economic opportunity for all of its citizens. To
this end, he traveled the world to promote
trade and the export of United States goods
and services. Indeed, he will long be remem-
bered for his far-reaching vision and unique
style.

Ron Brown believed that economic oppor-
tunity would come from the integration of edu-
cation, political development and international
commerce. His legacy to us is the challenge
of making his goals a reality. His family has
taken on that challenge and founded the Ron-
ald H. Brown Foundation to ensure that Ron
Brown’s lifetime of work will be carried on. The
Foundation will focus on three areas: policy
development, global commerce, and edu-
cation.

I am proud that Connecticut is the first State
to participate in the State to State effort to get
the Ronald H. Brown Foundation on its way.
I thank Ron Brown’s wife Alma and his chil-

dren, Michael and Tracy, for allowing me to be
a part of this exciting new venture. We all
have great hopes for the Foundation and I
know that Ron Brown would be pleased to see
that the vision he dedicated his life to is now
closer to reality. My congratulations to every-
one involved in this extraordinary project.
f

TRIBUTE TO RICHARD KATZ

HON. BRAD SHERMAN
OF CALIFORNIA

IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Mr. SHERMAN. Mr. Speaker, I rise today to
pay tribute to Richard Katz for his years of
service to the people of California, especially
to the residents of the San Fernando Valley.
This week Mr. Katz is being recognized by the
San Fernando Valley Interfaith Council with
the ‘‘Spirit of the Valley’’ award which is the
highest honor the Council bestows on former
public officials, recognizing Mr. Katz’s enor-
mous contributions to our area and our State.

During his 16 years in the State government
he served as chairman of the Transportation
Committee and later as the Democratic Lead-
er of the Assembly. His career is a record of
distinguished service, as Mr. Katz was on the
forefront of a number of issues important to
Californians. The impact of his work varied
widely from supporting the Mountain Lion Pro-
tection Act which banned the sport hunting of
mountain lions and restored lost habitat, to
aiding the victims of the Northridge Earth-
quake in the form of immediate tax relief.

Transportation improvements is the area in
which Richard perhaps left his most enduring
legacy. He authored Proposition 111, which
raised more money for mass transit and high-
ways than any effort in the history of California
and created the Congestion Management Pro-
gram which required cities to measure the im-
pact of land use decisions on their roadways.
He helped initiate California’s Smog Check
Program, which is still the strongest anti-smog
program in the Nation. Finally, he worked to
retire unsafe school buses with newer fuel effi-
cient replacements, which benefits both the
kids that depend upon them and the local en-
vironment.

It has been said that, the politician thinks of
the next election, the statesman thinks of the
next generation. Richard Katz’s work in help-
ing the children of California certainly classi-
fies him as a statesman. He played a leading
role in the Gang Risk Intervention Program
which targets at-risk youth before they get in-
volved with gangs. He recognized early on the
importance of educating our children on com-
puter use, as he developed and galvanized
support for computer education programs in
our public schools.

During his 16 years in the California legisla-
ture, Mr. Katz was known as a hard working
and effective legislator. The effects of his lead-
ership will be felt in areas ranging from crime
prevention, environmental and consumer pro-
tection, transportation improvements and fam-
ily issues. Throughout his career he main-
tained a relaxed and informal demeanor mak-
ing him very approachable to Valley residents.
Indeed the people of the San Fernando Valley
are fortunate to have had Richard Katz as
their representative. The area will reap the
benefits of his work for generations to come.
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